


Resolution No. 2014-59
Resolution Providing for the Sale of
$16,360,000 Public Project Revenue Bonds, Series 2014

A. WHEREAS, the City Council of the City of Edina, Minnesota has heretofore determined that it is
necessary and expedient to issue the City's $16,360,000 Public Project Revenue Bonds, Series 2014
(the "Bonds"), to finance various recreational improvement projects in the City; and

B. WHEREAS, the City has retained Ehlers & Associates, Inc., in Roseville, Minnesota ("Ehlers"), as
its independent financial advisor for the Bonds and is therefore authorized to solicit proposals in
accordance with Minnesota Statutes, Section 475.60, Subdivision 2(9);

NOW, THEREFORE, BE IT RESOLVED by the City Council of the City of Edina, Minnesota, as
follows:

1. Authorization; Findings. The City Council hereby authorizes Ehlers to solicit proposals for the sale
of the Bonds.

2. Meeting; Proposal Opening. The City Council shall meet at 7:00 on June 17, 2014, for the purpose
of considering sealed proposals for and awarding the sale of the Bonds.

3. Official Statement. In connection with said sale, the officers or employees of the City are hereby
authorized to cooperate with Ehlers and participate in the preparation of an official statement for the
Bonds and to execute and deliver it on behalf of the City upon its completion.

Approved this 20th day of May, 2014.

Aftest:

Debra A. Mangen, City Clerk James B. Hovland, Mayor

STATE OF MINNESOTA )
COUNTY OF HENNEPIN ) SS
CITY OF EDINA )

CERTIFICATE OF CITY CLERK

I, the undersigned duly appointed and acting City Clerk for the City of Edina do hereby certify that the
attached and foregoing Resolution was duly adopted by the Edina City Council at its Regular Meeting of
May 20, 2014 and as recorded in the Minutes of said Regular Meeting.

WITNESS my hand and seal of said City this day of , 20

City Clerk




Resolution No. 2014-60
Resolution Providing for the Sale of
$5,925,000 General Obligation Utility Revenue Bonds, Series 2014A

A. WHEREAS, the City Council of the City of Edina, Minnesota has heretofore determined that
it is necessary and expedient to issue the City's $5,925,000 General Obligation Utility
Revenue Bonds, Series 2014A (the "Bonds"), to finance water and storm sewer improvement
projects in the City; and

B. WHEREAS, the City has retained Ehlers & Associates, Inc., in Roseville, Minnesota
("Ehlers"), as its independent financial advisor for the Bonds and is therefore authorized to
solicit proposals in accordance with Minnesota Statutes, Section 475.60, Subdivision 2(9);

NOW, THEREFORE, BE IT RESOLVED by the City Council of the City of Edina, Minnesota,
as follows:

1. Authorization; Findings. The City Council hereby authorizes Ehlers to solicit proposals for
the sale of the Bonds.

2. Meeting; Proposal Opening. The City Council shall meet at 7:00 on June 17, 2014, for the
purpose of considering sealed proposals for and awarding the sale of the Bonds.

3. Official Statement. In connection with said sale, the officers or employees of the City are
hereby authorized to cooperate with Ehlers and participate in the preparation of an official
statement for the Bonds and to execute and deliver it on behalf of the City upon its
completion.

Approved this 20th day of May, 2014.

Attest:

Debra A. Mangen, City Clerk James B. Hovland, Mayor

STATE OF MINNESOTA )
COUNTY OF HENNEPIN ) SS
CITY OF EDINA )

CERTIFICATE OF CITY CLERK

I, the undersigned duly appointed and acting City Clerk for the City of Edina do hereby certify
that the attached and foregoing Resolution was duly adopted by the Edina City Council at its
Regular Meeting of May 20, 2014 and as recorded in the Minutes of said Regular Meeting.

WITNESS my hand and seal of said City this day of , 20

City Clerk







Executive Summary of Proposed Debt

Proposed Issue:

$16,360,000 Public Project Revenue Bonds, Series 2014.

Purposes:

The proposed issue includes financing for the following purposes:

e $12,445,000 in construction costs of the Edina Sports Dome, Braemar
Outdoor Ice Rink, and Braemar refrigeration system Improvements.

e $3,200,000 in Pamela Park Improvements to renovate fields, parking
and trails.

Debt service will be paid from property taxes, structured as annually
appropriated lease payments from the City to the Authority in an amount
sufficient to support the debt payments. This structure is similar to the
Authority’s outstanding debt for gymnasiums.

This issue is subject to the statutory debt limit of 3% of the City’s estimated
market values. Including this issue, the City has over $218 million in capacity
remaining.

| Authority:

The Bonds are being issued pursuant to Minnesota Statutes, Chapter 465.71.

Term/Call Feature:

The Bonds are being issued for a 21 year term. Principal on the Bonds will be
due on February 1 in the years 2016 through 2035. Interest is payable every
six months beginning February 1, 2015. Approximately $307,000 in
capitalized interest is included within the financing for this initial payment.

The Bonds maturing on and after February 1, 2025 will be subject to
prepayment at the discretion of the Authority on February 1, 2024 or any date
thereafter.

Bank Qualification:

Because the Authority is issuing more than $10,000,000 in tax-exempt
obligations during the calendar year, the Authority will be not able to
designate the Bonds as “bank qualified” obligations.

Rating:

The Authority’s most recent bond issues were rated “AA+” by Standard &
Poor’s and “Aal” by Moody’s. Both agencies set their ratings one notch
below that of the City’s General Obligation debt due to the perceived risk
associated with an annual appropriation pledge. The Authority will request a
new rating for the Bonds.

Method of Sale/Placement:

A Minnesota city recently defaulted on annual appropriation bonds for an ice
arena/dome facility. Ehlers has discussed the market’s appetite for annual
appropriation debt to finance recreational facilities with various investment
bankers and underwriters. While we do expect some moderate resistance due
to the recreational use of the funds, Edina’s strong credit rating and history of
successful recreational enterprises mitigates the risk.

In order to obtain the lowest interest cost to the Authority we will solicit
competitive bids for purchase of the Bonds from local banks, national banks
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and broker/dealers, and regional underwriters. If an acceptable bid is not
received on the sale day, we may recommend that the HRA reject the bids and
seek to negotiate the bonds directly with a firm.

We have included an allowance for discount bidding equal to 1.5% of the
principal amount of the issue. The discount is treated as an interest item and
provides the underwriter with all or a portion of their compensation in the
transaction. If the Bonds are purchased at a price greater than the minimum bid
amount (maximum discount), the unused allowance may be used to lower your
borrowing amount.

Premium Bids: The current generational low in interest rates has caused
concerns amongst investors as to the impacts to the value of existing bonds in
the case interest rates generally increase in the future. When interest rates rise,
the value of existing bonds generally falls. In order to mitigate the decline in
value of existing bonds, many investors are demanding “premium” pricing
structures. A premium is achieved when the coupon for any maturity exceeds
the yield, resulting in a price greater than the face value.

The amount of the premium varies, but it is not uncommon to see premiums
for new issues in the range of 2.00% to 10.00% of the face amount of the
issue. This means that an issuer with a $2,000,000 offering may receive bids
that result in proceeds of $2,040,000 to $2,200,000.

For this issue of Bonds we can be directed to use the premium to reduce the
size of the issue or increase the net proceeds for the project. The adjustments
may slightly change the true interest cost of the original bid, either up or down.

You have the choice to limit the amount of premium in the bid
specifications. This may result in fewer bids, but it may also eliminate large
adjustments on the day of sale and other uncertainties.

Review of Existing Debt:

We have reviewed all outstanding indebtedness for the Authority and find that
there are no significant refunding opportunities at this time. The Authority’s
debt for the gymnasiums may be considered for a refunding in early 2015.

We will continue to monitor the market and the call dates for the Authority’s
outstanding debt and will alert you to any future refunding opportunities.

Continuing Disclosure:

Because the Authority has more than $10,000,000 in outstanding debt
(including this issue) and this issue is over $1,000,000, the Authority will be
agreeing to provide certain updated Annual Financial Information and its
Audited Financial Statement annually as well as providing notices of the
occurrence of certain “material events” to the Municipal Securities
Rulemaking Board (the “MSRB”™), as required by rules of the Securities and
Exchange Commission (SEC). The City is already obligated to provide such
reports for its existing bonds, and has contracted with Ehlers to prepare and
file the reports.
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Arbitrage Monitoring:

Because the Bonds are tax-exempt securities/tax credit securities, the
Authority must ensure compliance with certain Internal Revenue Service (IRS)
rules throughout the life of the issue. These rules apply to all gross proceeds
of the issue, including initial bond proceeds and investment earnings in
construction, escrow, debt service, and any reserve funds. How issuers spend
bond proceeds and how they track interest earnings on funds (arbitrage/yield
restriction compliance) are common subjects of IRS inquiries. Your specific
responsibilities will be detailed in the Officers’ Certificate prepared by your
Bond Attorney and provided at closing. You have retained Ehlers to assist you
with compliance with these rules.

Risk Factors:

City officials have indicated that the City is planning to include in its levy an
amount sufficient for 100% of the debt service with the expectation that
facility revenues cover operations only. Higher than expected operating costs
or lower revenues may require additional resources from the city to cover
operating costs.
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Proposed Debt Issuance Schedule

Pre-Sale Review by HRA and City

May 20, 2014

Distribute Official Statement:

Week of June 3, 2014

Conference with Rating Agency:

Week of June 3, 2014

Meeting to Award Sale of the Bonds:

June 17,2014

Estimated Closing Date:

July 15,2014

Attachments
Sources and Uses of Funds
Proposed Debt Service Schedule
Resolution Authorizing Ehlers to Proceed With Bond Sale

Ehlers Contacts

Financial Advisors: Mark Ruff
Nick Anhut

Disclosure Coordinator: Pia Troy

Bond Sale Coordinator: Alicia Baldwin

Financial Analyst: Alicia Gage

(651) 697-8505
(651) 697-8507
(651) 697-8556
(651) 697-8523
(651) 697-8551

The Official Statement for this financing will be mailed to the Council members at their home address or e-mailed

for review prior to the sale date.
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Executive Summary of Proposed Debt

Proposed Issue:

$5,925,000 General Obligation Utility Revenue Bonds, Series 2014A

Purposes: The proposed issue includes financing for the following purposes:
e $3.5 million in Water System improvements. Debt service will be
paid from water revenues.
e $2.3 million in Storm Sewer improvements. Debt service will be
paid from storm sewer revenues.
Authority: The Bonds are being issued pursuant to Minnesota Statutes, Chapter(s):

o 444
. 475

Chapter 444 allows cities to issue debt without limitation as long as debt
service is expected to be paid from water and sewer revenues.

The Bonds will be general obligations of the City for which its full faith, credit
and taxing powers are pledged.

Term/Call Feature:

The Bonds are being issued for a 10 year term. Principal on the Bonds will be
due on February 1 in the years 2015 through 2024. Interest is payable every
six months beginning February 1, 2015.

The Bonds maturing on and after February 1, 2023 will be subject to
prepayment at the discretion of the City on February 1, 2022 or any date
thereafter.

Bank Qualification;

Because the City and HRA are issuing, or expect to issue, more than
$10,000,000 in tax-exempt obligations during the calendar year, the City will
be not able to designate the Bonds as “bank qualified” obligations. For a short-
term bond issue like the Bonds, the bank qualification is not a major factor in
determining the interest rates.

Rating:

The City’s most recent bond issues were rated “AAA” by Standard & Poor’s
and “Aaa” by Moody’s. The City will request a new rating for the Bonds.

Method of Sale/Placement:

In order to obtain the lowest interest cost to the City, we will solicit
competitive bids for purchase of the Bonds from local banks in your area and
regional underwriters.

We have included an allowance for discount bidding equal to 0.9% of the
principal amount of the issue. The discount is treated as an interest item and
provides the underwriter with all or a portion of their compensation in the
transaction.

If the Bonds are purchased at a price greater than the minimum bid amount
(maximum discount), the unused allowance may be used to lower your
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borrowing amount.

Premium Bids: The current generational low in interest rates has caused
concerns amongst investors as to the impacts to the value of existing bonds in
the case interest rates generally increase in the future. When interest rates rise,
the value of existing bonds generally falls. In order to mitigate the decline in
value of existing bonds, many investors are demanding “premium” pricing
structures. A premium is achieved when the coupon for any maturity exceeds
the yield, resulting in a price greater than the face value.

The amount of the premium varies, but it is not uncommon to see premiums
for new issues in the range of 2.00% to 10.00% of the face amount of the
issue. This means that an issuer with a $2,000,000 offering may receive bids
that result in proceeds of $2,040,000 to $2,200,000.

For this issue of Bonds we can be directed to use the premium to reduce the
size of the issue or increase the net proceeds for the project. The adjustments
may slightly change the true interest cost of the original bid, either up or down.

You have the choice to limit the amount of premium in the bid
specifications. This may result in fewer bids, but it may also eliminate large
adjustments on the day of sale and other uncertainties.

Review of Existing Debt:

We have reviewed all outstanding indebtedness for the City and find that there
are no refunding opportunities at this time other than advance refunding issues,
which the City has chosen not to undertake in the past. We do expect that the
City will have opportunities to refund issues for savings either later this
calendar year or early in 2014.

We will continue to monitor the market and the call dates for the City’s
outstanding debt and will alert you to any future refunding opportunities.

Continuing Disclosure:

Because the City has more than $10,000,000 in outstanding debt (including
this issue) and this issue is over $1,000,000, the City will be agreeing to
provide certain updated Annual Financial Information and its Audited
Financial Statement annually as well as providing notices of the occurrence of
certain “material events” to the Municipal Securities Rulemaking Board (the
“MSRB”), as required by rules of the Securities and Exchange Commission
(SEC). The City is already obligated to provide such reports for its existing
bonds, and has contracted with Ehlers to prepare and file the reports.

Arbitrage Monitoring:

Because the Bonds are tax-exempt securities/tax credit securities, the City
must ensure compliance with certain Internal Revenue Service (IRS) rules
throughout the life of the issue. These rules apply to all gross proceeds of the
issue, including initial bond proceeds and investment earnings in construction,
escrow, debt service, and any reserve funds. How issuers spend bond
proceeds and how they track interest earnings on funds (arbitrage/yield
restriction compliance) are common subjects of IRS inquiries. Your specific
responsibilities will be detailed in the Officers’ Certificate prepared by your

. Bond Attorney and provided at closing. You have retained Ehlers to assist you

with compliance with these rules.
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Risk Factors: Utility Revenue: The City expects to pay the Bond debt service with utility
funds. If utility revenue is inadequate, the City may have to levy taxes to pay
debt service on the Bonds.

Proposed Debt Issuance Schedule

Pre-Sale Review by City Council May 20, 2014

Distribute Official Statement: Week of June 3, 2014

Conference with Rating Agency: Week of June 3, 2014

City Council Meeting to Award Sale of the Bonds: June 17,2014

Estimated Closing Date: July 8,2014
Attachments

Sources and Uses of Funds
Proposed Debt Service Schedule
Resolution Authorizing Ehlers to Proceed With Bond Sale

Ehlers Contacts

Financial Advisors: Mark Ruff ‘ (651) 697-8505

Nick Anhut (651) 697-8507
Disclosure Coordinator: Pia Troy (651) 697-8556
Bond Sale Coordinator: Alicia Baldwin (651) 697-8523
Financial Analyst: Alicia Gage (651) 697-8551

The Official Statement for this financing will be mailed to the City Council at their home address or e-mailed for
review prior to the sale date.
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